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Spanish businesses to administer private retirement funds
On Jan. 24, the Bolivian government signed decrees awarding two concessions to administer newly
created private pension funds Administradoras de Fondos de Pensiones (AFPs). The concessions
went to the Spanish consortium Invesco PLC- Argentaria and to the Spanish Banco Bilbao Vizcaya.
Bids by those businesses offered the lowest monthly commissions for administering the funds.
They will have exclusive rights to operate the private pension funds for five years and will begin
operating in Bolivia in May. "We are very pleased with this new link between our countries through
businesses that will, I am sure, fulfill very well the obligations they have taken on," said Spain's
ambassador to Bolivia, Manuel Viturro de la Torre.
Despite the enthusiasm of Spanish and Bolivian government officials, pensioners and the leadership
of the powerful labor organization Central Obrero Boliviano (COB) have been adamant in their
opposition to the new Ley de Pensiones. Signed last Nov. 29, the law authorized the conversion to
private pension funds (see NotiSur, 03/29/96).
Before passage, numerous protests, including a hunger strike by 60 pensioners in mid-November,
were aimed at thwarting the administration's commitment to pension reform (see NotiSur, 08/25/94
and 04/18/96). Promulgation of the law did nothing to diminish the protests. The worst part of the
new system, according to opposition Deputy Benjamin Miguel, is that Bolivia will export capital,
instead of investing the social security funds in the social development of the country, which is one
of the poorest in the hemisphere, second only to Haiti.
After the law was signed, President Gonzalo Sanchez de Lozada's administration immediately
began to liquidate the existing state-run pension fund, as well as the complementary funds (Fondos
Complementarios) operated by unions, which Sanchez de Lozada says have become corrupt.
The move to liquidate the complementary funds brought a new round of confrontations with the
COB. According to the labor organization, the government has reneged on its commitment to pay
salaries owed to employees of the Fondos Complementarios since December. COB leader Edgard
Ramirez also accused the government of violating its agreement by firing employees of the funds on
Feb. 13. Talks between the government and the COB began on Feb. 18, but broke off a day later.
The COB said it will call a 48-hour general strike during the week of Feb. 24 to protest the pension
law and the equally unpopular government coca- eradication programs.
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Visit from international lending organizations
International Monetary Fund (IMF) officials began a three-week visit to La Paz in late January to
evaluate the government's success in implementing structural adjustment policies. A World Bank
team was in Bolivia at the same time to assess the nation's economic performance. The government
hopes the visits will result in approval for Bolivia's continued participation in a program to reduce
the foreign debt. Government officials are confident that Bolivia, which many economists consider
a "good student" of the IMF, will pass its test with flying colors. The optimism is based on the
success achieved last year in reaching macroeconomic targets and applying the structural reforms
recommended by the lending institutions.
During 1996, Bolivia's GDP grew by about 3%, inflation was held to 7.55%, and the Sanchez de
Lozada administration carried out several IMF-imposed reforms, including the new pension law
and several key privatizations (see NotiSur, 04/25/96). For 1997, the government's commitment to
the IMF includes a GDP growth rate of approximately 5%, inflation no higher than 7.5%, a fiscal
deficit ceiling of 2.6%, and an exchange rate that averages about 5.34 bolivianos per US$1.00 during
the year. In return, Bolivia is asking the IMF to approve its participation for a third year in the
"Reinforced Structural Adjustment Program," which would grant debt relief. IMF approval, which is
considered likely, would mean an additional US$50 million for Bolivia.
Bolivia is among the nations whose level of debt is considered "potentially critical" by international
lenders, and it is also on the list of 42 "most highly indebted poor nations." The foreign debt
currently stands at US$4.5 billion dollars, US$2.6 billion of which corresponds to credits given by
multilateral funding agencies. To meet payments on this debt, Bolivia needs to raise slightly more
than US$187 million dollars per year from 1998 onwards, said the director of the Central Bank of
Bolivia, Juan Antonio Morales.
However, the country will have serious cash flow problems beginning in 1998 in servicing the
debt because of discrepancies between the calendar of foreign debt payments and the reception
of international credits. Thus, Bolivia is "a natural candidate for this debt relief," said Morales.
Acceptance would allow Bolivia "to earmark more resources for investment, particularly in
infrastructure, and for more social-service spending."
During the meetings with the visiting teams, government officials outlined their efforts to meet
IMF and World Bank demands while reducing the level of poverty in the country. The lenders are
expected to make their decision regarding Bolivia in meetings in Washington in March or April.

Teachers threaten new protests
On Feb. 2, 30,000 teachers from the Confederacion de Maestros Urbanos de Bolivia refused to begin
their duties as the new school year commenced, and they vowed to stage demonstrations protesting
new educational reforms and the government's refusal to meet their salary demands. Victor Prado, a
leader of the teachers' union, said the teachers' walkout came in the face of the government's refusal
to increase wages beyond its current offer of 11%. At the same time, the Federacion de Maestros
Rurales de Bolivia agreed to return to their classrooms while they continue pressing their demands
for an increase in their monthly salary from the current US$42 to US$640.
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 55318
ISSN: 1060-4189

The powerful Central Obrera Boliviano (COB) is also threatening to convoke a general strike if the
government sticks to its overall 7.5% salary increase offer. Last year, the teachers led a 50-day strike,
accompanied by sometimes violent demonstrations. The 1996 protests were almost as large as the
strikes and demonstrations that took place in 1995, when the government imposed a six-month state
of siege (see NotiSur, 06/16/95 and 03/29/96). [Sources: United Press International, 11/30/96; Inter
Press Service, 01/21/97; Spanish news service EFE, 12/29/96, 01/23/97, 01/24/97, 01/26/97; Notimex,
01/26/97, 01/27/97, 02/02/97; Nueva Economia (Bolivia), 02/04/97; Boliviapress (Bolivia), 02/07/97,
02/14/97; El Deber (Bolivia), 02/18/97; Los Tiempos (Bolivia), 02/18-20/97]
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